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Preface

The aim of this pamphlet is to strip away the layers of myth and misunderstanding that
surround discussions on China and its growing role in the world economy. Some of
these myths are simply the result of an inability by Western commentators to
comprehend Chinese reality but, as we shall see in other cases, China also serves as a
convenient scapegoat for economic problems that should instead be laid at the door of
Western ruling elites.

Our first chapter looks at some of these misconceptions and is followed by three
chapters that place China’s development in its real historical context: the struggle
against feudal and colonial control, the initial stages of the revolution during the era of
Mao Zedong, as well as the economic and political developments since.  The three
closing chapters will examine China’s relationship with the rest of the world, the new
perspectives set by the Communist Party of China’s 19th Congress and how China’s
development impacts on working people in Britain. 

We need to emphasise that this pamphlet concentrates on the issue of China’s overall
social and economic development and its global impact. Other issues, such as the need
to develop socialist democracy and popular participation in the Chinese political
system, the issue of national and ethnic minorities in the People’s Republic of China
(PRC), the relationship with Taiwan and the two existing Special Administrative
Regions of Hong Kong and Macau, border and maritime disputes, and many other
crucially important topics are mentioned only in passing. 

To treat these matters with the attention they deserve would fill another volume or
two. However, a reading list is included at the end for those interested in exploring
these themes further. 



1 Making sense of  China’s rise
China’s spectacular rise has taken the world by surprise. Less than a century ago,
China was the victim of foreign colonisation and occupation. Chinese people were
often second-class citizens in their own cities. The country was overwhelmingly rural
and its population made up of impoverished and mostly illiterate peasants. The
country was notorious for the massive famines that periodically swept the countryside.
China seemed immobilised by backwardness.

Today this is a distant memory. Within a decade or so, China will become the largest
single economy in the world. Using current US dollar rates, most experts put China’s
gross domestic product (GDP) in 2016 at just over US$11.2 trillion. This is still some
way behind the USA’s GDP of US$18.5 trillion. But China’s faster economic growth
means that China will gradually outstrip the USA, toppling it from the pole position it
has held for over a century.1

Alternative World Bank GDP calculations, using a method known as purchasing
power parity (PPP), reverse this order and put China’s GDP first with US$18trillion
and the USA second on US$17.4trillion.

The UK’s GDP in 2016 was US$2.6trillion, putting it in fifth place globally, but
using PPP Britain drops to ninth place.

As a developing country with a population around four times larger than the USA
and more than 20 times that of the UK, China’s per capita GDP and living standards
are still a fraction of most Western countries. However, China has raised more than
half a billion people out of absolute poverty in the past few decades, more than the rest
of the world put together.

Chinese growth has benefited other trading partners. Yet there is a growing
antagonism to China in much of the corporate and establishment media. When US
President Donald Trump visited China in 2017, the supposedly “liberal”
establishment media in the United States, such as the Washington Post and New York
Times lambasted him for not aggressively confronting the Chinese leadership. Yet the
very same media outlets present Trump as a reckless and dangerous demagogue on
other issues.

This pamphlet attempts to put China in a broader context, both globally and
historically. It seeks to challenge not only the myths and misconceptions of those on
the political right but also of some on the left who are too easily seduced by the idea
that China represents a version of untrammelled capitalism or even that it is a new
imperialist enemy.

We outline an alternative perspective, namely that China’s remarkable progress has
been possibly precisely because it did not follow the paths of the former socialist
countries of Central and Eastern Europe, where socialism was overturned and
capitalism restored. 

Yet neither has China repeated familiar forms of socialist development pioneered

1 These figures are for the Chinese mainland only. While Hong Kong and Macau are both Special Administrative
Regions of the People’s Republic of China and their economies are increasingly integrated with the PRC, they are
excluded in most statistical discussions. The SARs have a combined GDP of US$350bn. 
Source: World Bank database https://data.worldbank.org/
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during the Stalin era in the USSR and then widely copied elsewhere – including for a
time in China. Instead it has, through various twists and turns, periods of steady
advance and those of terrible setbacks, set out to build “Socialism with Chinese
Characteristics”, a model that is unique and must be understood in its own terms. 

British communists have always closely followed developments in the socialist
countries. Often a natural wish for their success and a determination to defend them
from anti-socialist attacks meant adopting a rose-tinted view of the socialist countries
that clouded more objective judgements of their achievements and shortcomings. 

Certainly China today faces a set of grave and indeed historically unprecedented
challenges. If badly mishandled, these could result in the derailing of China’s
tremendous achievements. Nonetheless there is a set of countervailing factors that
suggest that these challenges can be met successfully.

Lessons from other socialist countries
In our initial assessment of the reasons for the breakdown of the Soviet Union, the
Communist Party of Britain identified several economic factors.

“* Bureaucratic commands replaced economic levers as an instrument of
planning. Everything was subordinated to this highly centralised system of
management, stifling individual initiative.

* Industry and commerce were nationalised down to the smallest enterprise,
though within the collective farms their members were allocated individual plots for
producing vegetables, fruit and milk with their own labour. Inevitably this situation
gave rise to an extensive shadow economy, including a black market.”2

Robert Griffiths, general secretary of the Communist Party, added to these points:
“concerning the Soviet Union’s economic and industrial performance: over long
periods, idealism and dedication, the impetus of war and reconstruction, the intrinsic
advantages of economic planning all combined to produce rates of economic growth up
to twice and even three times those of advanced capitalist countries. But from the late
1950s, the level of investment growth began to fall; economic output growth rates
declined dramatically from 1960 as the technological gap between the Soviet Union
and the developed capitalist economies widened.

“Fundamental problems of how to secure innovation, to apply new technology across
a wide range of industries and services, to raise labour productivity humanely in a
socialist society which commits itself to full employment, were not solved.

“Quality was sacrificed to quantity, inefficiencies and waste were overlooked,
mistakes were covered up and records falsified as fulfilment of the plan became the
sole measure of performance for each enterprise and for whole Ministries.”

After 1978, the Chinese communists also critically re-assessed the Soviet Union’s
historical experience as a guide to correcting their own path. There was interest, for
example, in Lenin’s New Economic Policy of the early 1920s. Here the role of the

2 Assessing the Collapse of the Soviet Union, Resolution of the Reconvened 41st Congress of the Communist Party of
Britain, (1992) 
https://communist-party.org.uk/international/analysis-a-briefings/345-assessing-the-collapse-of-the-soviet-union.html
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market, private trade, concessions to foreign companies, and the use of “state
capitalism” were central issues. 

In addition, Chinese academics and researchers reviewed the course of agricultural
collectivisation and industrialisation undertaken by the Soviet leadership under Stalin,
as well as discussions of the alternative programmes put forward by the likes of Leon
Trotsky, Nikolai Bukharin and others. The varied experiences of other European
socialist states, especially Hungary and Yugoslavia, were studied anew, free from the
dogmatism that had marred the polemics of the 1960s and 70s.3

The Chinese Communists concluded that steady development was to be preferred
over attempts to accelerate economic growth at unrealistic levels. Today the
Communist Party of China is working to a considerably lengthier time frame for the
building of socialism than that envisioned by many other communist parties. 

In the past, it had been generally assumed that the transition from backward
capitalist or semi-feudal societies to a fully socialist one could be accomplished in a
matter of a couple of decades or so. By contrast, the economic path outlined in 1978
by Deng Xiaoping looked toward the middle of the 21st century – 2049 to be exact. In
that year, the People’s Republic of China would celebrate its centenary by completing
its all-round transformation and development into “a modern socialist country that is
prosperous, strong, democratic, culturally advanced and harmonious”. This lengthy
transition period is referred to by the CPC as the “primary stage of socialism”.

A key milestone on this path is another centenary - that of the CPC itself - in 2021.
Here the more modest target, reaffirmed at the recent CPC’s 19th Congress, is to “build
a moderately prosperous society in all respects”. This essentially means eradicating
absolute poverty and consolidating the living standards of the Chinese people at all
levels. The signs are that China will achieve these goals.

3 See for instance The Chinese Debate about Soviet Socialism, 1978-1985 by Gilbert Rozman, Princeton University
Press, 1987.
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2 China stands up
Pre-revolutionary China 1900-1949

Despite China’s long record of civilisation, invention and innovation, the country
entered the 20th century under the rule of the decrepit Qing Dynasty, which was
unable to promote either economic growth or defend political sovereignty. This decay
resulted in the eventual overthrow of the Qing in 1911 and the proclamation of the
Republic of China.

During the last decades of the Qing, many of China’s key ports had either come
under direct colonial domination – British-ruled Hong Kong, Portuguese-ruled Macau
– or had become de facto foreign colonies, so-called Treaty Ports. These were wrested
from the Chinese empire during a series of wars launched by Western powers and
Japan from the First Opium War of 1839 through to the suppression of the anti-
colonialist Boxer Rebellion in 1901.

Britain’s Opium Wars of the mid-19th century set the pace, resulting in a sequence
of “unequal treaties”, forcing the Chinese to cede settlements where foreign
businesses and even police and law courts took precedence over the native Chinese. 

Japan annexed the Chinese island of Taiwan in 1895. In the 1920s and 1930s,
Japanese expansion into Manchuria in northeast China focused on heavy industry,
mining and logging to fuel Japan’s militarist economy. In 1932, Japan created
Manchukuo, a puppet state in Manchuria. 

The domination of key parts of China by foreign imperialist powers led Communists
to describe China as a “semi-colonial” economy.

Industrialisation was unbalanced. By 1933, 42% of China’s industrial production
was in the textile sector with 26% in food and tobacco products. There was also a
skewed regional imbalance, with Shanghai alone accounting for 40% of China’s
industrial output.

According to specialist Barry Naughton, by 1933 China’s modern factories produced
only 2% of the country’s GDP. The economy remained heavily agrarian and the
population overwhelmingly peasant, exploited by a small layer of large wealthy
landowners and related moneylenders. Conditions in rural China, where 84% of the
population lived and worked, were so little changed from the previous centuries of
imperial rule that the Communists’ designated China as “semi-feudal”.

Literacy - a key factor in economic progress - was especially low, perhaps only 30%
among males and less than 5% among women. Life expectancy was perhaps as low as
25 years at the beginning of the 1930s although it may have been as high as 40-45
years in some major cities such as Beijing, which had developed basic urban
sanitation.

Economic historian Chris Brammal notes that by the time of the 1949 revolution
China “was not only behind the Europe of two centuries earlier but markedly inferior
to Britain even before that country had embarked upon its own Industrial
Revolution.”4

It is against this backdrop of backwardness and the disruptive effects of war,
Japanese occupation then civil war, by which the efforts of revolutionary China must
be measured.
4 Chris Bramall, Chinese Economic Development, London, 2009, p55
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New China, New Democracy
The Communist and Nationalists (Guomindang) co-operated in the 1920s at the urging
of both Guomindang founder Sun Yat-sen and the Communist International. Until
1927, Communists had been able to work openly in the Guomindang. Mao Zedong,
Zhou Enlai and many other communist leaders held important positions in the
Guomindang. But Sun’s successor Chiang Kai-shek viciously turned on the
communists in 1927 and opened a civil war against them.

During the anti-Japanese war of 1937-1945, the Communist Party again co-operated
with an extremely reluctant Chiang Kai-shek to recover China’s independence and to
work for a united and peaceful country. 

For the communists, since China was a “semi-colonial and semi-feudal” society its
transition to socialism would take a considerable amount of time.

In this transitional stage, Mao argued, China should establish a “New Democracy”,
which would be radically different from the social and economic structures of old
imperial or republican China.

In 1940, while war with Japan was raging across the country, Mao outlined the
economic characteristics of a New Democratic republic.

“It will own the big banks and the big industrial and commercial enterprises.
Enterprises, such as banks, railways and airlines, whether Chinese-owned or

foreign-owned, which are either monopolistic in character or too big for private
management, shall be operated and administered by the state, so that private capital
cannot dominate the livelihood of the people: this is the main principle of the
regulation of capital.

… In the new-democratic republic under the leadership of the proletariat, the
state enterprises will be of a socialist character and will constitute the leading force
in the whole national economy, but the republic will neither confiscate capitalist
private property in general nor forbid the development of such capitalist production
as does not “dominate the livelihood of the people”, for China’s economy is still very
backward.

The republic will take certain necessary steps to confiscate the land of the
landlords and distribute it to those peasants having little or no land, carry out Dr.
Sun Yat-sen’s slogan of “land to the tiller”, abolish feudal relations in the rural areas,
and turn the land over to the private ownership of the peasants. A rich peasant
economy will be allowed in the rural areas. Such is the policy of “equalization of
landownership”. “Land to the tiller” is the correct slogan for this policy. In general,
socialist agriculture will not be established at this stage, though various types of co-
operative enterprises developed on the basis of “land to the tiller” will contain
elements of socialism.

China’s economy must develop along the path of the “regulation of capital” and the
“equalization of landownership”, and must never be “privately owned by the few”;
we must never permit the few capitalists and landlords to “dominate the livelihood of
the people”; we must never establish a capitalist society of the European-American
type or allow the old semi-feudal society to survive... 

Such is the economy of New Democracy.”5

5 Mao Zedong, “On New Democracy”, part VI The Economy of New Democracy
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In class terms, New Democracy was directed against the major private monopolies,
but not against all forms of capitalist production, it was directed against the old
landowning classes, but not against private land ownership by working peasants. The
role of state industries was to be critical, controlling and directing the commanding
heights of the national economy. While not fully socialist, New Democracy contained
elements of long-term socialist development but would allow space for both private
capitalism and “state-capitalism” for the foreseeable future.

Just months before the revolution, Mao argued: “To counter imperialist oppression
and to raise her backward economy to a higher level, China must utilize all the factors
of urban and rural capitalism that are beneficial and not harmful to the national
economy and the people’s livelihood; and we must unite with the national bourgeoisie
in common struggle. Our present policy is to regulate capitalism, not to destroy it. But
the national bourgeoisie cannot be the leader of the revolution, nor should it have the
chief role in state power.”6

This was the programme that the Chinese Communists began to implement in the
first years after the 1949 revolution although by this time the term “People’s
Democracy” was also in use. In 1954, Mao continued to emphasise the importance of
balanced construction.

“Our democracy is not bourgeois democracy but people’s democracy, that is, a
people’s democratic dictatorship led by the proletariat and based on the worker-
peasant alliance. The principle of people’s democracy runs through the whole
constitution. The other principle is that of socialism. Socialism already exists in our
country today. The constitution stipulates that socialist transformation must be
accomplished and the socialist industrialization of the country realized. That’s our
principle. To carry out this principle of socialism, are we to put socialism into
practice overnight in every sphere throughout the country? This might seem very
revolutionary, but for lack of flexibility it just won’t work, it will meet with opposition
and end in failure. So, what cannot be done for the moment must be given time to be
done gradually. For instance, state capitalism, as stipulated, is to be put into practice
gradually. It takes various forms, not just that of joint state-private management. Note
the words “gradually” and “various”. That is to say, state capitalism in various forms
is to be put into practice gradually so as to attain socialist ownership by the whole
people. Socialist ownership by the whole people is the principle, but in order to
realize this principle we should combine it with flexibility. And flexibility means state
capitalism, which takes not one but “various” forms, and which is to be realized not
overnight but “gradually”. That makes for flexibility. We write into our constitution
what is feasible now and exclude what is not.”

At this time, Mao envisaged a lengthy transition period. 

“How long will it really take to accomplish socialist industrialization and the

January 1940 
https://www.marxists.org/reference/archive/mao/selected-works/volume-2/mswv2_26.htm

6 Mao Zedong, “On the People’s Democratic Dictatorship”
https://www.marxists.org/reference/archive/mao/selected-works/volume-4/mswv4_65.htm
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socialist transformation and mechanization of agriculture and make China a great
socialist country? We won’t set a rigid time-limit now. It will probably take a
period of three five-year plans, or 15 years, to lay the foundation. Will China then
become a great country? Not necessarily. I think for us to build a great socialist
country, about 50 years, or ten five-year plans, will probably be enough. By then
China will be in good shape and quite different from what it is now. What can we
make at present? We can make tables and chairs, teacups and teapots, we can
grow grain and grind it into flour, and we can make paper. But we can’t make a
single motor car, plane, tank or tractor. So we mustn’t brag and be cocky.”

Between 1949 and 1957, these balanced policies saw dramatic economic
achievements, per capita GDP rose by 54% (US$448 to US$690). 

Despite his own warnings, these successes led to Mao and the other Chinese
leaders to throw caution to the wind. The 1956 party congress concluded that the
basis for socialism had already been built and the task now was to accelerate
socialist construction. A sharp turn was made to speed up the transition to a fully
socialist economy, shutting down the capitalist sector entirely and buying out the
remaining private shareholders. Industrialisation was to proceed at breakneck pace
and the peasants were to be organised in giant agricultural communes. 

The aim was to catch up and overtake Britain within 15 years, this would be a
“Great Leap Forward” (GLF) for the Chinese economy but instead the programme
dislocated the economy resulting in major economic losses and severe food
shortages in certain regions. The GLF has since become a major topic of
controversy among academics and an endless source of anti-China and anti-
communist propaganda.

“The Great Leap Forward”
No event in 20th century Chinese history has been seized upon so eagerly by anti-
socialist writers as the famine that accompanied the Great Leap Forward. Books such as
Jasper Becker’s “Hungry Ghosts” and Jang Yisheng’s “Tombstone” have set the tone of

media and often academic debate. Ludicrously inflated death
figures led to lurid headlines such as the Daily Mail’s “Madman
who starved 60 million to death: Devastating book reveals how
Mao’s megalomania turned China into a madhouse”.

The book in question is Frank Dikötter’s “Mao’s Great
Famine”. A photo accompanying the Mail article is captioned
“A starving child under the Mao regime holding out an empty
rice bowl during famine.” It is the same image that features on
Dikötter’s book cover without the colour retouching. 

However, the picture agency which supplied the image
(originally taken for LIFE magazine in the US) identifies the
picture with this caption: “May 1946: During the famine,
ragged child begging for food. (Photo by George Silk/The LIFE
Picture Collection/Getty Images)”.

The image is heartbreaking, but it comes from one of China’s
many pre-revolutionary famines and taken in Chiang Kai-
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shek’s Guomindang-ruled territory.
The Chinese-language edition of Dikötter’s book carries a different image, this time

showing a crowd of men women and children with chopsticks and empty ricebowls.
This image also comes from Guomindang-ruled China in 1946, here the photo has
been flipped horizontally. 

The original caption reads: Title: [Large group of children and adults begging for
food in the Hunan Province, China] / photo by Harlow Church, ACME photographer.
Creator(s): Church, Harlow, photographer. Date Created/Published: 1946 May 5

The photos illustrate the extent to which the mass media and even academic
publishers are prepared to falsify historical images to create a greater impact but also
that famine was a widespread reality in China long before the Great Leap Forward.7

Critics have pointed out that before 1982 no scientifically conducted census was
carried out in China and the general population surveys of 1953 and 1964, while major
advances on previous surveys, suffered from serious flaws. The 1953 population
estimate of 583 million was a staggering 100 million more than the 1947 Guomindang
estimate. By comparison, in the 2010 China census, conducted under considerably
more favourable social and technical conditions, the figures were still estimated to be
within a 2% margin of error, or approximately 27 million people. It is safe to assume
that the margins of error in early 1950s and 1960s China were considerably higher.
Even so, a 3% margin of error with a population of around 583 million would be in the
region of 17.5 million people, who may simply not have even existed.

One academic has commented on other methodological flaws:
“western specialists in Chinese statistics and demography were often suspicious of

the post-enumeration accuracy checks, because the areas that performed the checks,
as they recalled, were not selected on a random basis, and the central census
directives did not even provide a standard method of checking.”8

Yet some Western academics took the 1953 and 1964 final population totals as
correct, while unilaterally altering the birth and death rate data, resulting in large
population deficits. These in turn were assumed to be excess deaths caused by famine.
One key authority Judith Bannister conceded that in arriving at her “reconstructed”
figures she had used an “arbitrary estimation process”, in plain English - guesswork. 9

Utsa Patnaik, former Professor of Economics at the Centre for Economic Studies and
Planning, Jawaharlal Nehru University, New Delhi and author of “The Republic of
Hunger”, has offered scathing criticisms of these procedures.

“There are two routes through which very large ‘famine deaths’ have been claimed
— firstly, population deficit and, secondly, imputing births and deaths which did not
actually take place. Looking at China’s official population data from its 1953 and 1964
censuses, we see that if the rate of population increase up to 1958 had been
maintained, the population should have been 27 million higher over the period over
1959-1961 than it actually was… The population deficit was widely equated with
‘famine deaths.’ But 18 million of the people alleged to have died in a famine were not

7 Other foreign editions of Dikktter’s book use pictures taken in pre-1949 famines, or in one case a photo from 1962,
which does feature mainland Chinese refugees, but which was taken in British-ruled Hong Kong.

8 Xiaogang Wu, “Census Undertakings in China: 1953-2010”, University of Michigan Population Studies Center,
Research Report 14-833 (December 2014), p7

9 Judith Banister, “China’s Changing Population”, Stanford University Press, (1987) p115
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born in the first place. The decline in the birth rate from 29 in 1958 to 18 in 1961 is
being counted as famine deaths. The Chinese are a highly talented people, but they
have not learnt the art of dying without being born.”10

Yet if the scale of the Great Leap Forward’s crisis has been twisted for ideological
reasons, loss of life certainly occurred and several parts of the country experienced famine
conditions. While natural factors, such as droughts and floods which hit the countryside
three years running, also played a part, the utopian attempts to quickly raise the living
standards of the Chinese people disastrously backfired. The opening of the Sino-Soviet
split, which coincided with the Great Leap Forward, also resulted in the withdrawal of
Soviet advisers and assistance. The Great Leap Forward was abandoned in 1964.

Chinese communists summed up what they saw as the key errors of the Great Leap
Forward in 1981:

“ ‘Left’ errors, characterized by excessive targets, the issuing of arbitrary
directions, boastfulness and the stirring up of a “communist wind”, spread
unchecked throughout the country. This was due to our lack of experience in
socialist construction and inadequate understanding of the laws of economic
development and of the basic economic conditions in China. More important, it was
due to the fact that Comrade Mao Zedong and many leading comrades, both at the
centre and in the localities, had become smug about their successes, were impatient
for quick results and overestimated the role of man’s subjective will and efforts.
After the general line was formulated, the Great Leap Forward and the movement for
rural people’s communes were initiated without careful investigation and study and
without prior experimentation.”
The lessons drawn by the CPC from the Great Leap Forward were to avoid impatient

advances, set reasonable long-term targets, encourage localised experimentation with
different economic methods and systems and only then adopt them across the country.

10 Utsa Patnaik, “Revisiting Alleged 30 Million Famine Deaths during China’s Great Leap”, People’s Democracy, Delhi,
June 26, 2011
https://archives.peoplesdemocracy.in/2011/0626_pd/06262011_8.html
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The Cultural Revolution (1966-76)
Although the traumatic decade of the Cultural Revolution (1966-76) is often referred
to now as “the 10 years of chaos”, its destructive economic impact was remarkably
limited. The economy suffered directly in its early stages, with industrial production
falling by 14.7% in 1967 and 6% in 1968, but these losses were made good by the
early 1970s. Using Angus Maddison’s data, China’s per capita GDP grew during the
Cultural Revolution by over 14%. However, one unintended consequence of the
turmoil was a baby boom. Estimates suggest China’s population grew by more than 200
million people in the 1966-77 period, an astonishing rise of nearly 30%.

The negative intellectual aspects of the Cultural Revolution were more obvious.
Schools and universities suffered years of disruption, damaging the country’s scientific
resources. Sharp political conflicts often spilt over into violence. Marxism was reduced
to mindless sloganeering and the personality cult of Mao took on epic proportions.

Mao’s China: a balance sheet
It is commonplace in the Western media to present the entire period of Mao Zedong’s
leadership from 1949-1976 as one of unmitigated disaster. In this scenario, China’s
progress is solely attributable to the “opening up” of China begun by Deng Xiaoping in
1978. However, China made substantial economic progress despite these periods of
turmoil. Without them, China’s progress would certainly have been even more
impressive.

In a recent report for the US congress, Wayne M. Morrison noted that:
“According to Chinese government statistics, China’s real GDP grew at an average

annual rate of 6.7% from 1953 to 1978, although the accuracy of these data has been
questioned by many analysts, some of whom contend that during this period, Chinese
government officials (especially at the sub-national levels) often exaggerated
production levels for a variety of political reasons. Economist Angus Maddison puts
China’s actual average annual real GDP during this period at about 4.4%.”11

Even this lower figure from Maddison, an average of 4.4% growth over 25 years is
highly impressive. By contrast, the UK economy grew at an average of only 2.6%
annually across the entire postwar period (1948-2012). The Chinese figure also
compares favourably with the USA, which saw average annual GDP growth of 3.61%
between 1952 and 1978.

Morrison also noted: “From 1950 to 1978, China’s per capita GDP on a purchasing
power parity (PPP) basis, a common measurement of a country’s living standards,
doubled.” 12

This fact is even more remarkable since China’s population grew massively, even if
exact population data remains elusive. How does this record compare with China’s pre-
communist economy?

According to Maddison’s calculations, China’s per capita GDP rose from US$545 in
1900 to just US$562 in 1937 (when war with Japan broke out). In other words, under
the late imperial system and the early Republic per capita GDP grew by just 3% in
nearly 40 years.

11 Wayne M. Morrison, “China’s Economic Rise: History, Trends, Challenges, and Implications for the United States”
Washington, October 21, 2015, Congressional Research Service, p2

12 Morrison, p3
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Even critics of Mao concede that the country registered substantial economic
progress after the revolution. China’s record can also be compared with similar
populous agrarian Asian countries.

In Table 1, using the same Maddison data, we see that starting from a much lower
base, Mao’s China vastly outperformed the south Asian states of India, Pakistan and
Bangladesh (East Pakistan until 1971) and even outdid richer more developed
southeast Asian giants Indonesia and the Philippines.

TABLE 1: Per capita income in developing Asian nations (US$)
Country 1950 1978 Increase
China 448 978 118%
Indonesia 817 1740 112%
Philippines 1070 2260 111%
India 619 966 56%
Pakistan     643 1079 68%
Bangladesh 540 551 2%

The social achievements were also dramatic (see Table 2). During the period of
Mao’s leadership, life expectancy rose dramatically, adding almost one year of
longevity per year for women and men, infant mortality rates were cut back at
astonishing speed. The extension of primary healthcare to the urban and rural poor,
powerful health education programmes and the promotion of scientific hygiene
programmes improved the lives of hundreds of millions of Chinese citizens.

First, China established grassroots primary healthcare clinics. Large numbers of
“barefoot doctors” with elementary medical training offered basic health services in
the countryside. Second, a Patriot Hygiene Campaign was set up to improve sanitation,
organise children’s vaccinations and pest eradication. This significantly reduced
infectious diseases, such as malaria, cholera, smallpox and TB that had ravaged pre-
revolutionary China. Third, China established a basic health insurance system. Fourth
increased school enrolment among working-class and peasant children raised health
awareness and allowed simple regular check-ups.

Even with the tragic losses of the Great Leap Forward, the result was a population
explosion that would have had disastrous consequences had post-Mao Chinese
governments not enforced a draconian one-child policy to slow population growth.

Table 2 Social indicator Units 1950 1980
Population (millions) 552.0 987.1
Life expectancy, female (years) 45.6 69.3
Life expectancy, male  (years) 42.2 66.4
Inf  mort rate, female (per 1000 births) 130.2 33.7
Inf  mort rate, male (per 1000 births) 145.9  35.6 
Urban population (% of  total) 11.2 19.4

As Maddison recognised: “economic performance was a great improvement over the
past. GDP trebled, per capita real product rose 82% and labour productivity by 58%
from 1952 to 1978. The economic structure was transformed. In 1952, industry’s share
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of GDP was one seventh of that in agriculture. By 1978, it was nearly equal to the
agricultural share. China achieved this in spite of its political and economic isolation,
hostile relations with both the United States and the Soviet Union as well as wars with
Korea (sic) and India.”13

These very real achievements of the early revolutionary period explain the
continuing respect shown to Mao by many ordinary Chinese people as well as the
refusal of subsequent Chinese communist leaders to make blanket denunciations of
Mao.

13 Angus Maddison, “Chinese Economic Performance in the Long Run: 960–2030 AD”, OECD (2007), p59
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3 Forty years of  change
After Mao’s death in 1976, a split emerged in the CPC leadership between supporters
of the “Gang of Four”, who wanted to continue the Cultural Revolution, and those who
wanted to moderate or end it. The Gang of Four were defeated and Hua Guofeng, Mao’s
immediate successor, brought back Deng Xiaoping into the party and government
leadership. Unlike Hua, who wanted to moderate the Cultural Revolution, Deng was
committed to bringing it to an end and soon became the dominant force within the
leadership.

When economic reform began in 1978, China had achieved significant progress in
basic industry and agriculture. In 1981, the CPC asserted that: “We have scored signal
successes in industrial construction and have gradually set up an independent and
fairly comprehensive industrial base and economic system.”

This evaluation was based on a comparison of the situation in 1980 with that of
1952, when the post-civil war recovery began. Key statistics included:
l Fixed industrial assets were more than 27 times greater 
l Coal production had increased 9.4 times, 
l Electricity production was 41 times greater
l Crude oil output exceeded 105 million tonnes
l Steel production reached 37 million tonnes 
l The output of cotton yarn was 4.5 times greater 
l Engineering output value was 54 times 
l Irrigated land had increased 2.2 times
l Grain output had doubled
l The value of foreign trade in 1980 was 8.7 times that of 1952.
l In 1980, average consumption per capita was nearly twice as much as in 1952
l School enrollment was 3.7 times that of 1952
l Between 1952 and 1980, 9 million students had graduated from vocational schools,
colleges and universities

However, China’s population had more than doubled in 1952-1980 and per capita
living standards were still generally poor. The doubling of grain production, for
example, was cancelled out by the fact that there were twice as many mouths to feed.
This was what lay behind the introduction of the “one-child” policy. 

In 1978, China’s industry was almost entirely state-owned but its planned character
was significantly different from the Soviet model, a factor which Deng used to China’s
advantage.

“In 1979, central planners in China controlled the allocation of just 600
commodities and the prices of a few thousand, compared to the 60,000 commodities
and millions of prices determined by state planners in the USSR. Chinese local
governments had enormous authority in allocation of key commodities: in the late
1970s, localities allocated 50% of cement, 40% of coal, and 25% of steel. In the
USSR, distribution of these crucial items was determined almost entirely by the
central government. 

“In 1979 the Soviet Union had 40,000 state-run factories, many of which were run
from Moscow, whereas China had 883,000, of which 800,000 were controlled by city
and county governments. In the Soviet Union, factories with at least 1,000 workers
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accounted for three-quarters of industrial output and employment; in China, more
than 60% of output came from small factories with less than 500 workers.”14

This decentralised system had been adopted as a solution to the country’s huge size
as well as dispersing economic centres around the country if China was invaded. It
allowed the CPC sufficient leeway to encourage local experimentation without risking
the dislocation of the entire country as happened during the Great Leap Forward.
Successes and failures would be localised, failed programmes abandoned and
successful ones copied elsewhere. 

Deng described this as “Crossing the river by feeling for the stones”, meaning that
each step in the reform process should be taken cautiously so that the economy would
not find itself out of its depth.

Transforming the rural landscape 
The victory of the Chinese Revolution in 1949 would have been impossible without
peasant support and Chinese agriculture passed through a number of stages.
1]  The 1949–50 “land-to-the tiller” agrarian reform redistributed about 45 million
hectares of cultivated land, around 43% of China’s total, along with farm buildings and
livestock to tenants and landless farmers. While about 4% of the population lost land,
around 60% of the peasantry gained.
2]  By 1955, about two–thirds of peasants participated in mutual aid teams and
“elementary co–operatives”, which pooled resources such as tools and equipment. The
average size of these co-operatives was about 27 households.
3]  In 1956–57, “advanced co–operatives” pooled land as well as labour. Individual
peasant private property was eradicated although peasants could raise vegetables and
livestock on small private plots occupying about 5% of the collective’s land. The new
collectives had an average of 160 households - about the same size as Soviet collectives
at that time — but their cultivated area was only 20% of their Soviet counterparts.
Production was carried out by work brigades with an average size of 20 households.
4]  In 1958, 123 million peasant households in 753,000 “advanced co–operatives”
were re-organised into 26,000 giant people’s communes, each with an average of 4,600
peasant households and about 6,700 workers. These were 30 times bigger than Soviet
collective farms in terms of workforce but only four times bigger in land area.
5]  Following the disaster of the Great Leap Forward, these huge mega-communes were
re-divided into smaller commune units.

Deng Xiaoping’s rural reforms
In 1978, about 75% of China’s workforce was in agriculture, which accounted for 37%
of the country’s GDP. The rural share of the population was around 82%, higher than it
had been even in 1958, due among other things to the vastly improved peasant
healthcare, but the rural-urban ratio had moved in the opposite direction to most
developing countries.

Deng’s reforms had two major aims. First to drastically improve China’s food
production. Second to turn this vast rural mass into the world’s largest domestic
consumer market. Starting with simple farm machinery and basic household
14 Arthur R. Kroeber, China’s Economy What Everyone Needs to Know, Oxford University Press, (2016), p5
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appliances and then more sophisticated products such as motorbikes, trucks, TVs,
washing machines and so on, the consumption demands of 800 million people would
provide Chinese industries with a huge market on its own doorstep.

One of Deng’s most important policies was to break-up the communes entirely but
rather than privatise the land, the Chinese state retained ownership. The CPC returned
to the same “land to the tiller” programme that it had initially adopted. Now state-
owned land, taking into account the quality and nature of the land they worked on, was
re-allocated to families according to their size and needs. This new Household
Contract Responsibility System, replaced the outsized collective farms and communes.

During 1978-1983, farm households were allocated a plot of land for one to three
years but this was later extended to 15 years in the mid-1980s and to 30 years in
1993. Farmers were not allowed to buy or sell the land although they could sub-let it
and readjustments, depending on the changing size of households, could be made
periodically.

The new land tenure allowed farming families greater flexibility in what they grew
and the longer length of tenure incentivised them to invest in additional items such as
irrigation pumps, permanent greenhouses etc, all of which boosted productivity.

The results were rapid. Grain output grew by over 30% in 6 years, oilseeds and
cotton saw annual growth rates of 15%; and meat production grew by 10% a year.
Rural per capita income more than doubled between 1979 and 1984.

In addition to the rising living standards of many peasant farmers, local governments
in rural areas were encouraged to establish township and village enterprises (TVEs).
The TVEs were often owned directly by village governments and aimed to meet the
new demand from farming households for a wide range of goods. The TVEs specialised
primarily in consumer goods and played a major role in the development of light
industry. By employing local people, the TVEs were able to absorb underemployed
rural workers and played an important part in their transition from agricultural to
industrial life.  

The TVEs rapidly expanded beyond producing limited goods for farm households
into a broader range of consumer products, including fans, bicycles, kitchen
appliances, and so on. The TVEs were gradually overtaken by manufacturers in the
urban areas when they began to focus on consumer products.

Rural Welfare
A wave of rural social reforms at the beginning of the 21st century saw substantial
state investment in rural roads and infrastructure. From 2006, rural social service
networks, which had been neglected in the previous two decades, were rebuilt. In
2007, a new rural cooperative medical system was set up, providing basic health
insurance, and the minimum income guarantee was expanded from urban to rural
areas. In 2009, a rural pension scheme was introduced. By 2013, virtually all rural
residents had health insurance, up from 13 percent in 2000, and about 240 million
people, or nearly 40 percent of the rural population, were covered by pensions. 

The central government also began to act more decisively against “land grabs”,
whereby corrupt local government officials often colluded with property developers to
buy the land rights from farmers at well below fair market rates. This has fuelled
numerous rural protests. 
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There are plans to reform land contracts in the future to keep pace with demographic
and economic development.

“As the country becomes increasingly urbanized, lots of rural residents have
migrated to cities, leaving their farmland unattended. There has been growing
demand from rural residents to be able to officially transfer their idle farmland.

Meanwhile, rural cooperatives and large agricultural firms are trying to pool more
land, and technological improvement facilitates intensive and large-scale
production.”15

China’s Industrial Revolution
Despite the advances in building the framework of an industrial economy during the
Mao era, agriculture was still the dominant sector in 1978. Since China lacked the
domestic reserves for modernisation, Deng’s solution was “opening up”, encouraging
foreign capitalists to invest in the country, a process known as Foreign Direct
Investment (FDI).

Deng understood that China possessed the “advantage of backwardness”. China’s
huge population and low incomes meant that foreign companies could establish
factories with a ready supply of low-skilled workers. However, if that had been the only
calculation in Deng’s mind, it would simply have established China as the “sweatshop
of the world” not the workshop of the world. It would have trapped China in the lowest
ranks of the world economy.

Instead the Chinese strategy was to encourage not only the import of industrial
investment capital, but also the importation of technology and skills. 

When the Shanghai government, for example, embarked on a joint venture with the
German car firm Volkswagen (VW) in the 1980s, it wanted not only German money,
but auto-engineering know-how. Chinese workers were trained in the latest
manufacturing techniques and Chinese researchers were given access to the latest in
German technology in car manufacturing. 

The JV deal with the local state-owned Shanghai Automotive Industry Corporation
also stipulated that the bulk of car components had to be sourced within China itself.
Other foreign car companies imported ready-made kits, which were simply assembled
in China. Since China lagged far behind Germany in the sophistication of its auto-parts
sector, Volkswagen was instructed to negotiate with local firms to improve their
specifications and raise the quality of their products. This was repeated across the VW
supply chain. The Volkswagen deal was considered a model agreement since it involved
the transfer of state-of-the-art technology and skills and not simply financial investment.

The focus on FDI has sometimes led to misconceptions of China’s status. In the early
years, pessimists predicted that foreigners would simply buy up China. Instead at all
stages, the Chinese government channelled FDI into sectors it prioritised. It
encouraged investment that raised productivity, brought new technology, created jobs
and brought other less immediately obvious benefits. Joint ventures were permitted if
the foreign firm worked with a local partner, which was often Chinese state-owned. 

Overall, the result was a transfer of knowledge and expertise that China could use in
areas independent of foreign investment.

15 Xinhua News Agency, “China considers revising law for stable land contracts, easier transfer”, 31 October 2017.
http://news.xinhuanet.com/english/2017-10/31/c_136717775.htm
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Special Economic Zones
In July 1979, the Chinese government decided that Guangdong and Fujian provinces
should lead the opening to the outside world. These areas were selected due to their
coastal location close to existing centres of finance and industry. Guangdong is the
southern Chinese province adjacent to Hong Kong and Macau. Fujian sits on the
mainland side of the Taiwan Straits. 

Political factors were also important. Hong Kong, Macau and Taiwan were all
Chinese territories. Hong Kong was a British colony until 1997. After the Portuguese
Revolution of 1974 and until 1999, Macau was no longer a Portuguese colony but
instead a “Chinese territory under Portuguese administration”, while Taiwan, styling
itself the “Republic of China”, was ruled by the Guomindang. 

Due to their common cultural and language ties, encouraging ethnic Chinese
investors made sense, but it was also part of a broader strategy of reunifying China’s
territory, by integrating their economies and promoting closer relations.  

By August 1980, Shenzhen, Zhuhai, and Shantou in Guangdong Province were
designated as special economic zones (SEZ), followed by Xiamen in Fujian Province in
October 1980. Each of these SEZs comprised large areas which were given special
financial, investment, and trade privileges from the central government. They were
encouraged to pursue pragmatic economic policies that, if proven successful, would be
implemented across the country.

The SEZs registered unprecedented rates of growth. Against a national annual GDP
growth of roughly 10% from 1980 to 1984, Shenzhen grew at a blistering 58%
annually, followed by Zhuhai (32%), Xiamen (13%), and Shantou (9%). 

The central government fast-tracked infrastructure projects ensuring that road and
rail networks, freight handling and logistics, port and shipping services were all
upgraded to handle a new wave of exports. Between 1981 and 1984 for example, the
trade volume of Shenzhen multiplied 60 times.

In 2000, almost half of China’s exports transited via Hong Kong due to the lack of
capacity in mainland ports and Shanghai was the only mainland location in the world’s
top 20 ports. By 2017, there were 8 mainland ports plus Hong Kong in the top 20, with
Shanghai the world’s busiest container port.

In 1984, the central government pushed for the creation of economic and
technological development zones (ETDZs), scaled-down versions of the SEZs. From
1984 to 1988, 14 ETDZs were established in the Pearl River Delta, the Yangtze River
Delta, and the Min Delta in Fujian. Meanwhile, in 1988, the entire island province of
Hainan was designated as the fifth SEZ, and in 1989 and 2006, Shanghai Pudong New
Area and Tianjin Binhai New Area were granted SEZ status too.

In 1992, the government created another 35 ETDZs and directed them to focus on
technology industries and to locate many of them inland. By March 2013, there were 191
national level ETDZs in China, usually located in the suburban regions of a major city. 

The growth of the SEZ cities has been spectacular, with some of them now rivalling
Hong Kong itself. The South China Morning Post recently reported that “US
investment management firm Bernstein projected that Shenzhen’s GDP would rise to
US$350 billion this year (or 2.32 trillion yuan), narrowly beating out a projected 2018
GDP for Hong Kong of US$345 billion (or 2.28 trillion yuan).”16

16 “Will 2018 be the year Shenzhen and Guangzhou finally overtake Hong Kong? SCMP 12 January 2018
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The key role of the state
By encouraging foreign firms to supply the capital to kick-start the economic reforms
in manufacturing, the Chinese state focused instead on investment in infrastructure
and gradual reforms in State-Owned Enterprises (SOEs). 

A great deal of criticism has been directed at these projects as wasteful. While it is
true that corruption has siphoned off billions and the CPC’s anti-corruption
programmes remain a vital part of current strategy, much of the criticism is misplaced
since it is based on existing demand. Yet China’s economy is growing at well over 6%
annually, this means the economy is still doubling every 11 years or so. A Chinese
saying, “Dig the well before you get thirsty,” sums up a different mentality, sometimes
called “future-proofing”. It is better to build an airport five years too early rather than
five years too late. The continuing disarray over plans for London’s Heathrow Airport,
for example, provides an interesting counterpoint to China’s approach.

Road and rail expansion
Given the country’s huge size, modernizing China’s state-run rail network has been a
major priority. By the first decade of the 21st century, China had outgrown its existing
railway system. In 2008, China had 6% of the world’s rail tracks, but they carried 25%
of the world’s rail traffic.

Since 2010, China has spent about £73 billion each year on rail development. In
2015, the annual figure reached £91 billion. A deadly derailment in 2011, led to a
major anti-corruption probe that saw the rail minister and other senior railway figures
jailed. Nonetheless even this did not slow down the programme.

By 2016, China had already built the longest high-speed rail (HSR) network in the
world, measuring 12,427 miles and carrying 800 million passengers annually. China
aims to extend its HSR network to 18,640 miles by 2020 and to 23,610 miles by 2025.
By then, China will have a total rail mileage of 175,000km (high-speed as well as
conventional speed), connecting over 80% of its major cities.

The Shanghai-Beijing high-speed rail line opened in mid-2011. This line, which
also covers major cities such as Nanjing and Jinan, takes slightly less than five hours
to cover 820 miles. By comparison, the rail service from Glasgow to London takes
approximately the same time to cover just 345 miles. 

To achieve this level of progress, China mobilised the resources of 25 leading
universities, 11 science academies, 51 national laboratories, 500 firms and 40
government research institutes. Over 10,000 engineers, researchers and technicians
took part, including 68 fellows from the Chinese academies of sciences and
engineering and 500 university professors.

Road networks have also been modernized and expanded. The country’s motorway
system grew from less than 5,000 kilometres (3,104miles) in 1997 to 112,000
kilometres (70,000 miles) in 2014. 

Industrial and innovative growth
The knock-on effect of these infrastructure projects was a boom in heavy industry.

From 2000 to 2014, China’s steel production rose more than six times, from 129 to 823

http://www.scmp.com/news/china/economy/article/2127862/will-2018-be-year-shenzhen-and-guangzhou-finally-
overtake-hong
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million tons (about half of the world’s total output), while cement production nearly
quadrupled from around 600 million to over 2.2 billion tons a year.

Not all the infrastructure projects have been steel and cement. There has been an
increasing focus on energy and communications networks with large-scale investment
in telecoms and Internet infrastructure. China went from 68 million Internet users in
2003 to 650 million in 2014; the number of mobile phone users rose from 270 million
to 1.3 billion over the same period. The country’s national grid likewise quadrupled
from 357 gigawatts to over 1,300 gigawatts.

State ownership and markets
Many are confused over the role of state ownership in China. In fact, Western media
accounts often present the Chinese economy as one run on virtually free-market
principles. An additional problem is that the Chinese themselves have made numerous
changes to how state firms are characterized and organised. Many state firms have
dozens of subsidiaries and some also have controlling stakes in other firms that are
generally regarded as privately owned.

Many of the largest state companies have also been floated on foreign stock
exchanges. However, this is done to procure extra investment and foreign shareholders
lack effective control over the parent SOE. 

Far from acting as a single monopoly, state firms often co-exist in the same industrial
sectors. To monitor and co-ordinate the largest SOEs, the central government set up
the State-Owned Assets Supervision and Administration Commission (SASAC) in
2003. Provincial and municipal governments followed suit with their own local
versions of SASAC. In addition, political control is often exercised by relevant
government ministries and by the Communist Party itself. The CPC approves around
half of the senior management appointees in SOEs.

Kroeber offers this overview:
“The overwhelming majority of the largest companies in China are state-owned,

and state firms dominate virtually all capital-intensive sectors. The state sector’s
share of national assets is far larger than in any other major economy. State
enterprises command a share of resources (such as financial capital, land, and
energy) much bigger than their contribution to economic output. The SOEs are also
an integral part of the political power structure. They are often used as instruments
of macroeconomic policy and industry regulation in place of relatively weak formal
policy and regulatory instruments. So the power and importance of SOEs are much
greater than implied by economic statistics alone.”17

The same writer shows that in 2013 China had about 150,000 SOEs, with combined
assets of around US$16.8 trillion, or 177 percent of GDP. The SOEs controlled by the
central government account for about one-third of all SOEs, and slightly less than half
of SOE assets, with the rest belonging to provincial and other local governments.

Official Chinese figures from July 2017, now put overall SOE assets at
US$22trillion, an enormously important lever not only in directing China’s economy
but also on a global scale. 

17 Kroeber, p89
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4 China and the world
Chinese leader Xi Jinping confidently told delegates to the 19th congress of the
Communist Party of China (CPC) in October 2017 that the country was well on the
road to becoming “a global leader in terms of composite national strength and
international influence”.

With Donald Trump sowing mayhem in the White House, Teresa May clinging on to
Number 10 by her fingernails and the European Union facing unprecedented stresses
from Brexit to Catalan separatism, Xi’s measured assurance in looking decades into
the future is quite a contrast.

Following the collapse of the Soviet Union and its European allies in the early
1990s, many assumed that a new unipolar world centred on Washington had emerged.
Instead of retreating into isolation, China set about creating multiple international
networks to counteract Western pressure. 

In 1996, a high-level meeting in Shanghai brought together China, Russia and three
central Asian republics Kazakhstan, Kyrgyzstan and Tajikistan. With the later addition
of Uzbekistan this became the Shanghai Cooperation Organization in 2002. In 2017,
India and Pakistan became full members. The SCO is not solely a diplomatic grouping
but also has a military element with China and Russia organising several joint
exercises under the SCO banner. 

A second better known network is BRICS, comprising Brazil, Russia, India, China
and South Africa. While these economies are at varying levels of development and
some are experiencing sharp changes in political fortunes, these emerging economies
have considerable scope for refashioning the global economy. 

Socialist economist John Ross has noted that the “IMF calculates that BRICS
economies will account for 38% of world growth during the five-year period 2016-
2021, compared to 30% for the G7”, the latter comprising Canada, France, Germany,
Italy, Japan, the United Kingdom and the United States.

In no sense can the SCO or BRICS be thought of as Chinese-dominated. The
political and ideological differences of the participants are too wide for this and the
arrangements are much looser than trade blocs such as NAFTA or the EU. But they do
allow China to extend its “soft-power” and create a series of multi-layered, multi-
lateral partnerships without US interference. A US application for observer status of
the SCO in 2005 was flatly declined.

Chinese strategy has generally been to avoid head-on collisions with the US and the
West wherever possible. Whereas the Soviet Union became embroiled in a resource-
sapping attempt to keep pace with NATO, the Chinese are following an ancient maxim
of strategist Sun Tzu, “The supreme aim of war is to win without fighting.” Only in the
highly sensitive areas of Chinese sovereignty, such as Taiwan and disputes in the
South China Sea, do firm military threats come into play. Meanwhile, the Chinese
military is being modernised and streamlined.

China is now the single most important driver of global economic growth but where
Trump pushes “America First”, China talks instead of “win-win co-operation” with its
trading partners. 

President Xi was careful not to directly criticise the prickly US leader but his 19th
congress remarks that: “No country alone can address the many challenges facing
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mankind. No country can afford to retreat into self-isolation,” was clearly directed at
Trump’s blowhard rhetoric.

Given the heavy Western bias of the existing global financial agencies such as the
IMF and World Bank, China has started to work on alternatives that do not as much as
confront them directly as provide detours around them. 

A case in point is the Asian Infrastructure Investment Bank (AIIB), a multilateral
development bank in which around 60 countries have expressed their willingness to
participate. The AIIB will target the development of infrastructure and other
productive sectors in Asia, to address the continent’s many infrastructure needs.
However, the Obama administration attempted to derail the project by unsuccessfully
lobbying US allies to snub the open invitation to join. It turned into one of the great
humiliations of his presidency. Even Britain was eager to sign up.

One Belt, One Road
But by far the most ambitious of Xi’s plans is the project known as One Belt, One
Road (OBOR). If successful, OBOR will reorient the world economy, ending three
centuries of hegemony by the transatlantic twins of the British Empire and latterly the
United States.

Xi Jinping outlined his plan for a “New Silk Road Economic Belt” on a visit to
Kazakhstan in 2013. The Silk Road was the ancient trade route that criss-crossed
Eurasia, connecting China with Europe, the Middle East, Central and South Asia.

The modern plan covers almost 90 projects in over 60 partner countries and is
centred on large-scale investment in new infrastructure — including motorways,
energy pipelines and power grids, railways, along with port and logistical investment
in partner countries outside the belt but linked by maritime trade routes, dubbed the
Maritime Silk Road. 

OBOR will create a physical corridor of infrastructure that will run from the Pacific
Ocean to the Atlantic. It will unite the Eurasian landmass in an unprecedented way,
offering new possibilities of development particularly for Central Asia and the former
socialist countries of Eastern Europe. That at least is the plan. But the problem is not
simply the scale of the ambition and the intricacies of negotiating agreements with
dozens of individual states but the fact that this would undermine the dominance of
the North Atlantic capitalist states, the USA and the current European Union bloc.

Estimates of the overall investment needed to realise the OBOR programme lie
between £650 billion and £850 billion.

The investment in infrastructure would in turn create new opportunities for
countries that had until now been locked into a vicious cycle of poverty and debt
repayments. 

This is the kind of “win-win” partnership that Xi believes represents “Building a
community of a shared future”, one of many maxims that mark the Xi era.

Behind these is a new strategy of development that offers exciting potential for the
future, particularly for developing countries. However, it also represents a challenge
to existing Western-dominated international economic structures that have
marginalised billions of people worldwide, they are unlikely to allow China a clear
path ahead.
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“Is China the World’s New Colonial Power?”
A recurring theme among Western critics is that China is now a “new imperialism”,
ready to exploit developing countries every bit as rapaciously as Western colonial
powers did. Western establishment media such as the New York Times run stories
entitled “Is China the World’s New Colonial Power?,” suggesting that China is buying
up Africa, grabbing everything from oil fields to farm fields.

China’s industrial and consumer development certainly creates demand for oil, raw
materials and minerals from the African continent. However, as Western research
shows, the bulk of Chinese loans - originating from state banks - are for infrastructure
projects, primarily transport and power production that have a direct benefit to the
countries concerned. There is also no evidence that China is in any position to access
minerals, at anything less than world market prices.

However, there is a key difference. Chinese trade - not merely aid - is focused on
taking its now world-class expertise in infrastructure building into Africa. China
benefits through its contracts certainly. It provides additional income for many state-
run rail and construction companies but it also transforms economic capacity of the
local partner.

The bulk of investments are spearheaded by state-owned enterprises, with
preferential financing supplied by the  China Development Bank (CDB) and Export
Import  Bank of China (Eximbank). 

The World Bank says Africa needs US$93 billion in infrastructure spending a year.
Chinese investment, coming at a time when many western donors and businesses are
retreating, helps build the roads, rails and  ports needed to kick-start development. It
also frees domestic resources for spending on other priorities like health and
education.  Improved infrastructure has facilitated a boom in trade, underpinned by
Africa’s comparative advantage in commodities and China’s in low-cost manufactured
goods. Africa’s exports to China more than doubled to US$116 billion in 2014 from
US$55 billion in 2008.

According to Jyhjong Hwang, the Senior Research Assistant at the China-Africa
Research Initiative at Johns Hopkins SAIS, in the USA: “Many of these projects have
more to do with Africa’s own infrastructure deficits and little to do with natural
resource exports. For example, land-locked Ethiopia, with almost no oil, minerals, or
timber to export, borrowed billions to build a freight and passenger railroad from its
capital, Addis Ababa, to a harbor in the neighboring country of Djibouti. Ethiopia will
be using this infrastructure to export manufactured goods and to import fossil fuel from
the global markets. At least 17 countries have borrowed to build or renovate airports.
Assuming that all Chinese-financed transportation projects are geared toward China’s
needs for raw materials is a gross simplification. As the Ethiopia case shows, complex
factors related to global and domestic trade, urbanization, population density and
distribution, and local politics all shape decisions around road and port construction –
not just the presence of resource commodities.”

The China Africa Research Institute has estimated that about 40% of transport loans
are focused on road building, renovation and maintenance, railways take up roughly
the same proportion and the rest is taken up by airport and port construction. In
addition, to fixed infrastructure developments, transport loans also cover the purchase
of new buses, trucks rail engines, passenger and freight coaches. 
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Sub-Saharan Africa has dire need of an effective railway system. Colonial and neo-
colonial rule divided territories and thereby economies and did little to enhance the
ability of African economies to develop independently or to co-operate effectively.

One example of China’s projects is the $3.2 billion Madaraka Express rail line, the
first leg of which connects Kenya’s capital Nairobi and the port city of Mombasa. This
is the country’s largest infrastructure project since independence and the first
extension of Kenya’s railways since 1916 during British colonial rule. Eventually the
line will extend to Uganda, Rwanda, South Sudan and Ethiopia, placing Kenya at the
centre of an East African rail network that will transform the region.

Energy – China’s Soft Power in Africa
Power loans go to both power production, gas and coal-powered power plants, power
transmission lines and gas pipelines. China is also among the pioneers of modern
hydroelectric projects and has even begun small scale wind-power projects in
Ethiopia. China’s cutting-edge solar power industry is also beginning projects there.

According to the International Energy Agency, over 635 million people live without
electricity in sub-Saharan Africa.

Chinese companies operating as the main contractor were responsible for 30% of
new capacity in sub-Saharan Africa in 2010-15. Chinese contractors have built or are
contracted to build 17 gigawatts of generation capacity in sub-Saharan Africa from
2010 to 2020, equivalent to 10% of existing capacity in sub-Saharan Africa, or to
Finland’s total capacity

Perhaps surprisingly renewable sources account for 56% of total capacity added by
Chinese projects between 2010 and 2020, including 49% from hydropower. 

Over the period 2010 to 2020, 120 million people will gain access to electricity
through the power grid, 30% of this is due to Chinese projects, increasing social and
economic development. China has also supported rural off-grid solutions with solar
energy kits donated to countries like Rwanda and Comoros.18

Overall China has approached African countries as partners and equals for mutually
beneficial trade not as helpless victims in need of strings-attached aid. 

Rank Sector US$ billions, unadjusted
1 Transportation 30.1
2 Power 22.8
3 Mining 9.2
4 Communication 6.8
5 Other social* 4.3

* Chiefly low-cost social housing and stadiums.
Source: China-Africa Research Initiative, 2017.

18 International Energy Agency, “Boosting the Power Sector in Sub-Saharan Africa - China’s Involvement”, Paris,
(2016). Download https://tinyurl.com/yc7dx83c
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5 A new era for China and the world
The significance of the 19th congress of the Communist Party of China (CPC) held in
October 2017 has been recognised by friend and foe alike.

It reaffirmed the party’s commitment to the overall strategy of “Socialism with
Chinese characteristics”. There was a great deal of attention paid to changes in the
party constitution focusing on “party governance”, essentially combatting corruption
and enforcing higher standards on party leaders and organisations. However, by far the
most significant new element is that congress signalled that the party must prepare
itself and the country for the 2020s, a decade that will see Chinese society enter a
significant new stage of development

According to Xi, by 2020 the country will have successfully completed a transition
to a new phase in the “primary stage of socialism”, that of a “moderately prosperous
society”. This is a modest enough sounding aim but one which represents the most
impressive reduction in poverty seen in the history of humanity.

In 1978, 770 million of China’s rural population lived in absolute poverty, by 2015
this had fallen to 55.75 million. Last year, an additional 12.4 million left the ranks of
those in absolute poverty (calculated as those with incomes around US$700 per annum
or less), and China is aiming to eradicate absolute poverty entirely by 2020.

China still has far to go but national average per capita disposable income has grown
at more than 7% per year, pretty much in line with the national economy over 2012-
2016. The country still trails the developed countries of Western Europe and North
America, and per capita GDP is approximately a quarter of the USA, but the speed
and direction of China’s transformation is remarkable. IMF data estimates China’s
current per capita GDP at around US$8,600. While this is still short of the world
average (US$10,750), it far outstrips India’s US$1,850, the best comparable Asian
counterpart.

From 1981 onward, the CPC argued that China was a society principally
characterised by the contradiction between the country’s low level of economic
development and the material and cultural demands of its people. 

In this first phase, as preceding chapters have shown, China was focused on
transforming the country from a largely peasant, agricultural economy through massive
state investment, inflows of foreign capital and the re-creation of a private sector that
all prioritised maximum GDP growth to overcome centuries of backwardness. All
efforts were focused on this extensive growth.

Xi’s report signals that the CPC now regards the country’s stunning achievements,
the economy is now a mind-boggling 50 times larger than it was in 1978, as sufficient
to identify a new “principal contradiction”. 

Now the main socio-economic conflict is between the growing needs of the people for
a better quality of life and what has become unbalanced and insufficient development.
It is now quality not quantity that will determine China’s future economic
development. This entails a further shift away from purely investment- and export-
driven growth to innovation-driven growth, growth that is environmentally sustainable,
energy-efficient and carefully husbands natural resources.

This will be the policy that will guide the country from now until 2049, the centenary
of the foundation of the People’s Republic of China. China’s communists have further
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divided this period into two. From 2020 to 2035, the party will build on the foundation
created by the moderately prosperous society with a further 15 years of hard work to
see that “socialist modernisation is basically realised”. In the second phase stretching
from 2035 to the middle of the 21st century, the CPC will lead the development of
China into “a great modern socialist country” “prosperous, strong, democratic,
culturally advanced”.

Science and Innovation
Science and technology are crucial growth factors. China has trained a large pool of
scientists and technicians. Thousands of students attend courses overseas and Western
universities have established campuses in China itself. 

China now tops the league table of university graduates with degrees in science and
engineering. These fields account for 49% of all bachelor’s degrees awarded in China,
compared with 33% of all bachelor’s degrees awarded in the US. In 2012, Chinese
students earned around 23% of the world’s 6 million first university degrees in science
and engineering; students in the EU earned about 12% and those in the US about 9%.

Between 2003 and 2013, China increased its research and development (R&D)
investments by 19.5% each year. Measured in purchasing-power-parity terms, China
spent over $300 billion in R&D in 2015, second only to the USA, representing 2.1%
of its GDP. It plans to increase this to 2.5% by 2020.

A total of 130 Chinese corporations were among the world’s top-1000 public
innovation companies that spent the most in R&D in 2016, up from 123 in 2015.
Chinese firms spent a combined $46.8 billion in R&D in 2016, up 18.7% from $39.4
billion in the previous year. 

According to the journal Nature, China is now second in the world in high-quality
science publications. Nature also showed that 40 of the world’s top 100 research
institutions that have made most improvements in research outputs come from China.

China is already a world leader in cutting-edge industries, such as solar energy and
Internet technology.

Green growth
The enormous industrialization drive of the past 40 years caused tremendous
environmental damage as a consequence of the Chinese economy’s reliance upon
carbon-based fuels, especially a heavy reliance on coal.

However, now China’s National Energy Administration has established a mandatory
target to reduce coal consumption. It also set a goal for clean energy to meet 20% of
China’s energy needs by 2030.

Greenpeace has estimated that if this target is achieved, China would save 300
tonnes of coal annually. It also found:

By 2030, wind and solar energy is projected to save 3.6 billion cubic metres of water
per year, equivalent to the annual basic needs of 200 million people.

Between 2015 and 2030, China’s wind and solar industries are projected to expand
fivefold. By 2030, they will be worth RMB 1.57 trillion (£177 billion) and comprise
1.1% of the national GDP.

Between 2013 and 2015, off-grid solar provided power to almost half of China’s
population who lacked access to the grid.
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In 2030 alone, the wind and solar industries will accrue RMB 456 billion (£51
billion) in external environmental benefits due to their replacement of standard coal
consumption.

While China will inevitably continue for some time to be reliant on fossil fuels and
nuclear power, the growth of renewable energy is a major economic target.

China has more than a third of the world’s installed wind power capacity and is home
to four of the top 10 wind turbine manufacturers, having overtaken Germany and the
US in 2010. The country has over a quarter of the world’s installed solar photovoltaic
(PV) capacity and is the world’s largest manufacturer of solar PV technology, housing
six of the world’s top ten 10 panel makers.

More than 2.5 million people work in the Chinese solar power sector, compared with
260,000 people in the US, according to a recent report from the International
Renewable Energy Agency.
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6 China and Britain 
Trade unions, wages and diverging objectives?

China is often portrayed as an economic threat to British workers. In 2014 Stephen
Kinnock (and The Guardian) blamed cheap steel imports from China for the threated
closure of the Port Talbot steel works. Yet China’s imports never came to more than 7%
of total steel imports into Britain.  Most came from the EU. What made British steel
more expensive was privatised energy costs, which were up to 50% higher than
Germany’s. Two years later, George Osborne blamed China’s ‘economic slowdown’ for
the failure of Britain’s exports to grow and the resulting need to impose austerity
policies. Yet Britain’s exports to China represented only around 4% of the UK’s total
export market at that point. 

Chinese Unions and Collective Bargaining
China has one official trade union body, the All China Federation of Trade Unions
(ACFTU), which according to an International Labour Organisation (ILO) report,
ACFTU membership stood at 290 million workers in 2015, including some 129
million rural migrant workers. 

There has been considerable criticism of the ACFTU’s passivity in fighting for
workers’ rights, leading to waves of unofficial strike actions. 

At local and enterprise levels, ACFTU officials have often been criticised for
pushing harmony at the expense of defending workers’ rights. In some cases, outright
corruption has put union officials in the pockets of employers. However, it is also true
that the ACFTU has been successful in pursuing workers’ claims for unpaid wages and
providing social assistance. However, this would suggest that the ACFTU is acting
after injustices have occurred rather than flexing its muscles to prevent them
happening in the first place.

The CPC has been concerned that the ACFTU urgently needs to take a more active
role in resolving labour disputes before they escalate.

Xi Jinping has said that: “We will improve mechanisms for joint discussion and
mediation involving government, trade unions, and employers in an effort to ensure
harmonious labour relations.”

There are signs of positive but slow changes. According to the ILO:
“With reforms brought in under the 2001 Trade Union law, priority was given to

the ACFTU’s primary duty of safeguarding the legitimate rights and interests of
workers, rather than the overall interests of the entire Chinese people as under the
previous Trade Union law of 1992. This has opened up more opportunities for
unions. As a result there are now many more formal institutions – promoting trade
unionization, collective negotiations, and workers’ congresses, as well as tripartite
consultations. “The Trade Union law provided for the establishment of multi-
enterprise trade unions and multi-employer sectoral collective bargaining (CB), and
expanded the scope for local and sectoral unions. In addition, the law formalized
tripartite consultations at various levels between the government, the ACFTU, and
the China Enterprise Confederation (CEC) (and in some cases, local branches of the
All-China Federation of Industry and Commerce). The ACFTU, particularly in light
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of the changing labour market, has been active in providing comprehensive services
to its members including CB training, legal aid, protecting women workers’ rights,
and skills training.”

Increasing contacts and exchanging delegations between British and Chinese unions
would be beneficial to workers in both countries. In particular, the experience of the
British trade union movement in collective bargaining, enforcing health and safety
standards, and so on would benefit workers most at the grassroots.

National Wages
China’s growth was for a long period based on very cheap labour and the ability to pull
in investment and subcontract work from the US and Europe. Many mainstream
Western commentators and even some on the left, still imagine that China’s rise has
been the result of depressed wages within a sweatshop economy. 

Yet as economist Yukon Huang points out that “China’s wages are now five times
what they once were in the mid-1990s.”  Even those critical of China’s incomplete
salaries data concede that there is no doubt about China’s rising wage levels in the
past decade.  “Although it is extremely difficult to gauge with a high degree of
certainty the actual level of wages in China, there are no doubts about the general
trend. No matter which indicators are employed, they all point out that wages have
more than doubled since the year 2009.”19

Morrison notes that:
“From 2005 to 2014, Chinese wages rose by 309%... China’s average monthly wages

(converted into US dollars) in 2005 were $187 compared with $381 per month for
Mexico (China’s wages were 49% the size of Mexican wages). However, in 2014,
China’s average monthly wages at $763 were 72.2% higher than those in Mexico
($443). A 2014 survey by the US-China Business Council indicated that a majority of
US firms surveyed reported that they have been increasing wages between 5% and
10% annually for at least the last three years and they anticipate this trend would
continue as the labor market becomes even tighter.”20

In 2015, wages in China grew by 10.1%, in 2016 by 8.9%. Although wage growth is
slowing slightly, it has still consistently outpaced GDP growth. Over the period 2008-
2017, the German Chamber of Commerce in China, estimated an annual growth in
wages of 11.51%.  ILO figures also show China’s wage growth.

The aim of the Xi Jinping leadership is to achieve intensive and high-quality growth
through innovation and increasing efficiency rather than simply banking on the
extensive growth of GDP. The CPC’s philosophy is that a more prosperous population
will lift domestic demand, the polar opposite of the austerity-driven agenda being
imposed in Britain. Essential to this goal is steadily rising living standards for the
masses of working people in rural and urban areas. This also requires higher skill
levels and increased productivity as China moves further away from the low-skill, low-
wage economy of the past. 

19 Is China’s Era of Cheap Labor Really Over? Dmitriy Plekhanov
https://thediplomat.com/2017/12/is-chinas-era-of-cheap-labor-really-over/

20 Morrison, p12
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AVERAGE REAL WAGE INDEX FOR EMERGING COUNTRIES, 2006-15

http://www.ilo.org/wcmsp5/groups/public/—-dgreports/—-dcomm/—-publ/documents/publication/wcms_537846.pdf

Minimum wage
One major strategy to boost income has been for the central government to continually
force up minimum wages across the country. The precise rates are set by regional
governments, based on local living costs and local wages.

Minimum wage rates in major cities such as Beijing, Shanghai and Shenzhen have
doubled since 2010. There is considerable variation in minimum wage levels in major
cities and poorer rural areas. The highest monthly minimum wage at the end of 2017
was in Shanghai (2,300 yuan), which was more than double the minimum wage in
smaller cities in poorer peripheral provinces such as Guangxi in southwest China or
Heilongjiang in the country’s northeast.

Migrant workers
In the 1980s and 1990s, millions of Chinese workers migrated from various parts of

the countryside to the surging industries of the south and coastal regions’ Special
Economic Zones. 

Since these workers were originally from farming families they often chose to retain
their domestic registration (hukou) in their home villages, boosting the numbers of
their rural household and thereby securing a larger allocation of land. The hukou
system guaranteed social protection but only in the registered home districts.

However, over the years, millions of migrant workers have settled in their host cities,
permanently, but without adequate local access to social benefits, such as healthcare
and education in the cities where they live and work.

Current government policy is to make it easier to re-register in the second- and
third-tier cities, but to limit registration in larger “magnet cities”. The past five years
have seen a relaxation of residency rules and around 80 million migrant workers have
been re-registered in cities. The aim is to reach 100 million by 2020. 

The government has also been gradually expanding social insurance programmes to
ensure that the entire population is covered for health and pension programmes. These
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programmes will eventually catch up with the huge demographic shifts in the country
but there is a long way to go.

As western and central Chinese regions have started development, workers who
previously had to migrate to southern or coastal cities can now find work much nearer
home. The vastly improved transport infrastructure has allowed hitherto remote regions
to benefit from industrialisation and has also helped ease the plight of migrant workers
still separated from their families. 

In 2016, there were a total of 281.1 million migrant workers, a 1.5% increase over
the previous year. However, of the 4.2 million new migrant workers, 88% had moved
within their home province.

Women workers
While again there are positive shifts which have seen the status of women workers rise,
progress toward income equality is still inadequate. While Chinese women are better
off than many of their counterparts in comparable developing Asian countries, such as
almost universal literacy and a high participation in the workforce, Chinese women’s
incomes still lag behind men’s. The National Bureau of Statistics (NBS) reported that
in 2012 women in urban areas had 70% of the average income of males, while in rural
areas the income differential is even greater. 

Improving employment and welfare
While for the past decade, or so, China has created around 12 million urban jobs a
year, the Chinese leadership is acutely aware of the human dimension of unbalanced
development in the employment sector and beyond. At the 19th CPC congress, Xi
Jinping made it clear that seeking a new balance for China’s continued growth was
essential:

“In work on public wellbeing there are still many areas where we fall short; and
poverty alleviation remains a formidable task. There are still large disparities in
development between rural and urban areas, between regions, and in income
distribution; and our people face many difficulties in employment, education,
healthcare, housing, and elderly care.”

Opportunities for the Left?
The most fundamental opportunity offered by China’s rise is, of course, the potential to
reshape the world economy. Since the Industrial Revolution, two Western powers have
dominated the global stage. The British Empire dominated for most of the 19th
century, followed by rival European colonial powers such as France, while the 20th
century was marked by the international strength of the United States, with Britain as
its main junior partner. This Transatlantic hegemony is now under threat.

We can illustrate this shift fairly dramatically. China’s economy, measured by current
US$ figures, reached the same size as Britain’s sometime in 2005. By 2009, China’s
GDP was already twice the size of the UK, by 2012 three times and by 2016,
according to the World Bank, more than 4 times. In other words, every three to four
years, China adds the equivalent of the entire British economy to its own economic
strength.

With exports to China accounting for little more than 4% of all British exports, the
32 | China’s new era and what it means



opportunities for a left-led Labour government to increase economic links with China
are obvious. These should include as a matter of urgency bringing back key British
firms and industries into public ownership. Joint ventures between British publicly
owned companies and Chinese SOEs should be particularly encouraged.

China particularly needs help in areas of technology, such as high-end engineering
and aerospace. Targeted investment in these areas could provide the basis for a much
needed recuperation of British manufacturing. Investment in scientific research and
development in areas from bioscience to telecommunications would likewise pay
dividends. 

Healthcare and pharmaceuticals, with the latter coming into public ownership, are
also areas of potential co-operation. Britain’s NHS, underfunded as it currently is,
remains an international model of affordable and effective universal healthcare.
Britain’s medical schools have a world-class reputation and the opportunity for
Chinese doctors and other medical professionals to work and train in British hospitals
would be one answer to the Brexit scaremongers who predict a meltdown of the NHS
due to the supposed exodus of EU citizens. 

In particular, China’s focus on its green economy dovetails with the Labour
Manifesto (2017) pledge that: “Labour will use trade negotiations to boost market
access for British environmental goods and services, alongside support for investment
into new green technologies and innovative low-carbon products.”

For many years the arguments of the Communist Party and the left for “alternative”
economic and political strategies have often been met with shrugs of resignation, that
such policies could not be implemented due to entanglements with the European
Union or simply the overwhelming power of corporate America or the City of London.
This need not be the case.

Secondly the attempts by Washington and Brussels to promote Cold War 2.0 by
demonising Russia, and enforcing pro-Western regime from Kiev to Kabul could be
undercut by a whole series of new international agreements and alliances.
Realistically these can only be effective if the labour movement can be won to a
broader anti-imperialist understanding than currently exists. It will depend too of
course on the direction taken by other emerging powers outside of Europe, such as
Brazil and India, currently ruled by authoritarian right-wing groups.

China’s growing challenge to existing unequal trade treaties could open up the
ability of developing countries to access scientific research and technology that are
currently limited by intellectual property rights regulations.

These are only potential changes. Everything depends on the capacity of the labour
and democratic movements in Britain and elsewhere to mobilise for social and
political change. China can be a potential partner; it should not be viewed as a saviour.

China’s new era and what it means | 33



7 Conclusion. Which way for China?
This pamphlet has set out to challenge several myths about China’s development. But
what of the future? Will pro-capitalist forces triumph over the socialist elements in the
Chinese economy, will pro-capitalist ideas establish a dominant role in a society where
markets already play such a widespread role? Some of the key elements are present;
pro-capitalist economists continually push pro-privatisation agendas in some of the top
universities, just as some of their Soviet counterparts did in the years of perestroika.
National, ethnic minority and even regionalist tensions also exist, although the
situations in Tibet, Xinjiang and Hong Kong are each very different from each other. 

What they have in common is the willingness of outside forces to escalate tensions. 
Rapid but also unbalanced economic growth has also led to wide disparities in

individual incomes and between cities and regions. This is a much more serious
immediate issue and one that is being addressed but the results are still slow. The role
of the trade unions in particular in ensuring workers’ rights are protected needs to be
further enhanced. (See the CPB pamphlet Line of March [2006] for discussions and
interviews on Chinese trade unions).

The experience of the counter-revolutions that swept Eastern Europe in 1989-1991
is worth comparing with the situation in China today. 

First in the battle of ideas, there was a general retreat from a socialist outlook and
Marxist theory by the ruling communist parties; legitimate grievances against
corruption and bureaucracy soon became translated into a broad acceptance of anti-
socialist ideas and movements. Ultimately the former pro-socialist mass media outlets
themselves were either privatised or closed by the post-socialist regimes, sometimes
forcibly, and became purveyors of anti-communist ideology and pro-capitalist values.
This has not happened in China, despite public pockets of pro-capitalist sentiment
among some intellectuals for example. The current CPC leadership has made
ideological work a priority and emphasised the need to develop Marxism rather than
simply to preserve it. This is a positive sign.

Second, the European counter-revolutions resulted in the destruction of the socialist
states. In several cases, such as the German Democratic Republic, Czechoslovakia,
Yugoslavia and the Soviet Union itself, the states themselves disappeared or broke up.
In all cases, the former socialist constitutions, legal and political systems, police and
military bodies were destroyed or replaced by new ones. The People’s Republic of
China by contrast has strengthened itself territorially by re-incorporating Hong Kong
and Macau, and in general military and diplomatic terms, China has raised its “hard
power” and “soft power” domestically and internationally. Far from repudiating the
past, today’s Chinese leadership has repeatedly reaffirmed its continuity with the 1949
revolution.

Third, the economies of the European socialist countries were quickly broken up,
largely privatised and the countries themselves – with a few notable exceptions – were
targeted for eventual absorption into capitalist economic networks, the European
Union in particular. This demanded constant restructuring of these economies into
ones that were subject to “market discipline”. Here again this picture does not fit
China. Even China’s accession to the World Trade Organisation has not seen it reduced
to a submissive client state or neo-colony. The country’s state assets are huge, state
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ownership and CPC involvement is pervasive in all parts of the economy, and
dominant in the key strategic sectors. While China’s economy clearly has a capitalist
sector, this co-exists with and is also dependent on the state-owned sector of the
economy.

In short, China has not undergone the same counter-revolutionary processes that
swept Eastern Europe. The term “primary stage of socialism”, recognising that China
combines both elements of state control, socialist direction and planning, with a
private sector that works largely along market lines, is a more helpful guide than
others. 

Ideological Impact
Nearly 30 years ago the “Death of Communism” was announced following the collapse
of the Soviet Union and the fall of the Berlin Wall. In the much-quoted words of the
right-wing commentator Francis Fukuyama it was “the end of history”; it marked “the
end point of mankind’s ideological evolution and the universalization of Western
liberal democracy as the final form of human government”. Now it appears that, maybe
after all, just like the great anti-imperialist writer Mark Twain, reports of communism’s
demise have been greatly exaggerated.

Last year’s 19th congress of the Communist Party of China provoked a wave of
reluctant second opinions, with the corpse declared to be in dangerously rude health.

A Washington Post columnist expressed the anxiety of the Beltway liberals by
talking of “Xi Jinping’s quest to revive Stalin’s communist ideology”, the bi-partisan
journal Foreign Affairs warned ominously of the “The Bolsheviks in Beijing – What
the Chinese Communists Learned from Lenin”, concerned Guardian readers were told
that “Xi Jinping’s Leninist quest for a dynasty inspires congressional love-in” and BBC
blogs talked of China’s “unreformed Leninist political system”.

It is an especially anxious time for North Atlantacist liberals and social-democrats in
Britain. The two once sturdy pillars supporting their beliefs, a US-led NATO and a
market-led European Union, have never looked shakier.

The Guardian’s Martin Kettle offered a typically bleak perspective. Headlined “We
are obsessed with Brexit and Trump: we should be thinking about China”, Kettle
sketched out his modern version of the Zhdanov Doctrine – a world divided neatly into
two camps.

“The competition between the liberal democracies and the socialist authoritarians is
not yet a new cold war. But the rivalry will redefine the next 30 years, whether any of
us likes it or not.”  

Liberal democracy is essentially a polite euphemism for capitalism and Chinese
leader Xi Jinping’s vision of socialist modernisation is, as Kettle rightly notes, at odds
with it.

“The New York Times calculates that he [Xi] used the word ‘market’ only 19 times in
the speech, compared with 51 times by Jiang Zemin at the 1997 party congress. All
that may be music to Jeremy Corbyn’s ears,” Kettle wrote, adding an obligatory
sideswipe at the Labour leader.
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Marxism in China
Western commentators have frequently got China wrong because of their inability to
appreciate that, far from acting as window-dressing, Marxism has remained an
important component of Chinese political thinking. 

They have also misunderstood China – and elsewhere in the world too of course –
by their own conceits that capitalism is the only conceivable social system and that
“liberal democracy”, assuming there is a common understanding of the term, is its
natural political form. This is a paradigm that many in the West simply cannot bring
themselves to question. 

Writing in Global Times recently, Han Zhu of Fudan University, noted that:
“Gaining insights into the nature of modern China needs a clear understanding of the
nation’s historical process over the last 40 years… In sum, the difference between
China’s development path and the Western mode lies in socialism. Socialism with
Chinese characteristics was the basic feature of the country’s development. For a
thorough understanding of China, one must learn much about this country’s
socialism.”

Chinese writers have a very different perspective and, had their views been
acknowledged, Xi Jinping’s emphasis on defending and developing Marxism would
have come as less of a shock.

Tied in with the 19th party congress, China’s media, including international
television news network CGTN, the multi-edition newspaper China Daily and its
more combative counterpart Global Times, have provided platforms for discussions on
the contemporary relevance of Marxism. These offer a glimpse for those outside China
into the much broader debate in the Chinese-language mass media.

Xi has been instrumental in promoting a renewed emphasis on Marxist education
among the party membership. He has also repeatedly stressed the need for the CPC to
confront ideological questions in wider Chinese society. 

The CPC is officially guided by “Marxism-Leninism, Mao Zedong Thought, Deng
Xiaoping Theory, the important thought of Three Represents and the Scientific
Outlook on Development”. The last two doctrines are linked to former leaders Jiang
Zemin and Hu Jintao respectively. The 19th congress added “Xi Jinping Thought on
Socialism with Chinese Characteristics for a New Era” to this tongue-twisting litany.

Speaking at a group study session of the party’s political bureau in September
2017, Xi said: “If we deviate from or abandon Marxism, our Party would lose its soul
and direction. On the fundamental issue of upholding the guiding role of Marxism, we
must maintain unswerving resolve, never wavering at any time or under any
circumstances.” 

At the same session, he also urged China’s communists to “learn from the
achievements of other civilizations to create and develop Marxism”, and to study the
essence and patterns of contemporary capitalism. 

Several years ago, Xi warned party cadres to learn from the disastrous experience of
the collapse of the Soviet Union as a result of the ideological and organisational
weaknesses of the Soviet Communist Party.

Many Western commentators are venting their frustrations that the CPC has failed
to give them a Gorbachev or better still a Yeltsin. In one particularly unhinged
opinion piece in the Washington Post entitled “Xi Jinping’s quest to revive Stalin’s
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communist ideology” the paper’s former Beijing correspondent John Pomfret frothed:
“On Oct. 18, the Central Committee of the Chinese Communist Party will meet in its
19th congress and re-elect a party leader who, more than any Chinese strongman
since Mao Zedong, has attempted to reinvigorate Communist ideology. We in the West
ignore Xi Jinping’s pretensions at our peril… attacking America does matter to the
Communists; it was a centrepiece of their ideology. Almost five decades later, as Xi
Jinping prepares to lead China for another five years, this remains the case.”

The Washington Post, it should be remembered, is considered the mouthpiece of the
liberal wing of the US ruling elite not the “alt-right”. 

The success or failure of Xi over the next half decade will have an enormous impact
not only on China but, as even the Washington Post concedes, the world. 

Substantial resources have also been invested in promoting Marxism in academia.
All Chinese universities have some form of political education, ranging from classes in
the fundamentals of Marxism for general students to sophisticated research centres
specialising in all aspects of Marxist-Leninist theory. 

At Sichuan University in Chengdu in southwest China, for example, the campus
Marxism School organises a series of programmes such as “Basic Principles of
Marxism, “Mao Zedong Thought and Introduction to the Theory of Socialism with
Chinese Characteristics”, as well as offering full doctorate programmes in Marxism.
In the case of general political education, students are introduced to the traditional
communist canon of Marx, Engels and Lenin, with Stalin often included too, along
with the theories associated with Chinese leaders such as Mao Zedong, Deng
Xiaoping and now, of course, Xi Jinping too.

However, there are many research centres that take a more heterodox approach to
socialist ideas, such as the Centre for Contemporary Marxism in Foreign Countries at
Fudan University in Shanghai. The centre publishes a regular journal, Contemporary
Foreign Marxism Review, which has included recent studies on the works of Perry
Anderson, literary theorist Terry Eagleton, regular updates on the status of British
Marxism, as well as critical reviews of Slavoj Žižek’s work on George Lukacs,
interviews with the Brazilian Trotskyist Michael Lowy and countless other topics. 

This multi-disciplinary engagement with such eclectic currents shows that far from
being a frozen official dogma, Marxism in China continues to stimulate intellectual
fascination and exploration. Interest in socialist feminism and eco-socialism is also
more noticeable, and Chinese scholars are now regular participants in many
international seminars and congresses. China has in turn hosted numerous gatherings
on modern Marxist trends. 

To coincide with the 200th anniversary of Karl Marx’s birth, Peking University in
Beijing will hold the 2nd World Congress on Marxism on May 5-6 2018. Around 300
academics will gather to discuss Marxism in the 21st century and its development in
China.

Liu Zhiqin of Beijing’s Renmin University wrote recently: “How Marxism and
socialism would develop has baffled the international community for almost 30 years.
However, China, with the fruitful results of its reform and opening-up over the last 40
years, announced to the world that Marxism and socialism are still an attractive
theoretical guide and development path, full of vitality for developing countries.
China, through countless facts, has proven a simple truth: Adapting Marxism to a
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country’s reality is the most effective guiding ideology to develop its politics and
economy and also to modernise its culture.”

Moving forward
China faces enormous challenges in the years ahead, although its achievements are
already colossal. This pamphlet has only scratched the surface of developments within
the country and its impact on the world.

Socialists and anti-imperialists who underestimate China’s importance or who
dismiss the country as some kind of equivalent of the US not only fail to understand
the complex historical processes at work, they also may fail to see advantage of the
many tactical and strategic opportunities for the left that China’s rise will produce. The
shift in the international balance of forces is already being felt.  The left in Britain
needs to focus carefully on how it will respond to this potentially historic
transformation. 

Basic Marxist Writings on China
The Marxist Internet Archive provides an excellent selection of works by Mao Zedong,
Zhou Enlai, Deng Xiaoping, and other historic CPC leaders as well as a documentary
archive. A good place to start. 

China's International Relations
Jude Woodward The US vs China Asia’s new Cold War?, Published by Manchester
University Press. This is a very up to date and extremely comprehensive overview of
China and its foreign policy challenges, especially relating to the USA and China's
regional Asia Pacific neighbours.
Jenny Clegg China’s Global Strategy: Towards a Multipolar World. Published by Pluto
Press. A very useful overview of Chinese global thinking, although published in 2009,
it does not cover the “Xi Jinping era”. 

Anti-communism
Gregor Benton, Lin Chun (eds) Was Mao Really a Monster? The Academic Response to
Chang and Halliday’s Mao The Unknown Story. Published by Routledge A good
selection of essays and reviews focusing on one of the best known books demonising
Mao, but provides excellent background and in  most cases rebuttal of the key themes
of anti-communism in relation to Chinese history.

China's economy
Recent works mentioned in the footnotes by Arthur Kroeber and Youkan Huang
provide very good overviews and counter many of the most superficial criticisms of
China. Neither are written from pro-socialist viewpoints. Brammal offers a longer-term
view as does Maddison,

Chinese Communist Party
News, documents, congress speeches and other materials in English.
http://english.cpc.people.com.cn
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Appendix: 
China’s statistics: Can they be trusted?

There is an active cottage-industry of commentators who question the reliability of
China’s economic statistics. The general thrust is that Chinese government overstates
its economic growth to avoid political unrest domestically and embarrassment
internationally.

There are even those who have made a career out of rejecting all official data and
predicting China’s inevitable crash, such as Gordon Chang whose book “The Coming
Collapse of China”, published in 2001, forecast China’s demise by 2010. He later gave
2011 as an outside date. In 2011, he predicted a collapse in 2012. In a recent article
published in a right-wing US magazine he has modified the date to 2016. Even so,
Chang still regularly appears on US and international media outlets as a “China
expert”.

However, even more level-headed analysts have echoed this view. In Britain, the
former BBC TV economics editor Robert Peston - now with ITV - has been a particular
pessimist, making documentaries, “How China Fooled the World” and “The Great
Chinese Crash?”, portraying China’s economic success story as a sham.

There are certainly examples of deliberate misreporting of economic data at local
and provincial levels. The governments of Liaoning province and the Inner Mongolian
region were recently forced to recalculate their reports after it was found that local
officials had inflated the figures to improve their chances of promotion. However,
China’s National Statistics Bureau does not simply take these regional reports and add
them up. Instead it has its own independent network of direct contacts in different
spheres of the economy. With a renewed focus on the quality of growth, the Chinese
government will overhaul this twin-track system to gain more accurate estimates.21

In an economy the size of China’s, there are plenty of examples of overinvestment or
simply bad investment to be found. But overall China has spent the last four decades
of reform laying the foundations for a modern “moderately prosperous” nation, a far
cry from the poverty-stricken and immensely backward country that gave birth to the
revolution of 1949.

One of the difficulties in estimating the overall size of China’s economy come from its
very nature as an economic hybrid, neither fully state-owned nor fully private. The
Chinese describe this fusion as a “socialist-market” economy and characterize their
society as being in the “primary stage of socialism” rather than at the fully socialist stage.

As a result of these reassessments, China has modified its national accounting
practices on a number of occasions. In the 1990s, it abandoned the measurement
formulas originally adopted from the Soviet Union in the 1950s known as MPS, and
moved toward standards used more widely internationally. However, these formulas
underwent further drastic revision in 2005, as China struggled to keep track of a
rapidly expanding private sector and much more complex economy. 

A second factor is that it is more difficult to measure economic activity in rural areas
than urban ones and around half of China’s population still lives and works in the
countryside.

21 Xinhua, “China to apply unified GDP calculation method”, 31 October 2017
http://www.chinadaily.com.cn/business/2017-10/31/content_33930890.htm
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But the third factor is crucial, that is China’s accelerating expansion of its services
sector, an economic segment much more difficult to quantify than rice harvests, coal
tonnage or factory output.

In the recent past, coal usage, rail freight volume and electricity consumption were
even considered reliable surrogate indicators for economic growth against which GDP
claims could be measured. However, China has progressively retired outdated power-
guzzling industrial plants in the state sector and has aggressively pursued cleaner
energy in new developments. Offices use less power than industrial plants, computers
less than blast furnaces. Services can be supplied by phone or over the internet, unlike
physical cargo.

In fact, China’s official figures differ only slightly from those published by
independent outside monitors, such as the World Bank and IMF, whose own estimates
generally come within fractions of Chinese government estimates.

Other recent studies suggest that the size of China’s economy may be considerably
underestimated.

While it is not possible to review all the convoluted arguments on either side here,
one recent contribution to the debate is worth mentioning, “Broken Abacus: A More
Accurate Gauge of China’s Economy” by Daniel Rosen and Beibie Bao for the
influential US bi-partisan think tank the Centre for Strategic and International Studies.

Far from being the result of political machinations, the authors argue instead that
China’s statisticians still have not fully adopted the same practices as their Western
counterparts. This has resulted in numerous anomalies and, in particular, a failure to
accurately measure the size of the rapidly growing service sector.

In their 200-page analysis, Rosen and Bao calculated that China’s economy had
been underestimated by 13-16% of GDP, a huge margin.22

Another recent study, by American-Asian specialist Yukon Huang, who was World
Bank Country Director for China (1997-2004), notes:

“There are many flaws and inconsistencies in China’s statistics but there is no
systematic intention to distort the results in one direction or another. Carsten Holz, one
of few experts familiar with how such accounts are constructed in China, has
concluded that while China’s statistics have methodological problems, they are
nevertheless not being deliberately manipulated to yield higher growth rates. Even the
US Federal Reserve came to this conclusion in their own study of China’s GDP
statistics.”23

In short, while formulas and specific estimates may differ, the spectacular growth of
the Chinese economy over the past few decades is not in any serious doubt.

22 “Broken Abacus: A More Accurate Gauge of China’s Economy” by Daniel Rosen and Beibie Bao, Centre for
Strategic and International Studies, Rowman & Little, September 2015

23 Yukon Huang, Cracking the China Conundrum: Why Conventional Economic Wisdom is Wrong, Oxford University
Press, (2017), p218

40 | China’s new era and what it means





China’s new era and what it means | 41

The EU, Brexit 
and class politics
Which way now for 
the labour movement?

Robert Griffiths

£2CPB

Historical and Dialectical
Materialism
A basic course in marxist
philosophy.  Dedicated to the
memory of Kevin Halpin (1927-
2017), the outstanding workers’
leader, chair of Liaison Committee
for the Defence of Trade Unions.

The EU, Brexit and class
politics
Written by Robert Griffiths in the
heat of the referendum campaign
and now updated this pamphlet
makes sense of the politics around
Britain’s exit from the EU..
£2  €2

Join Britain’s revolutionary party of 
working class power and liberation

1 want to join the Communist Party o more info o Young Communists  o 
Name

Address

Post Code

Phone e mail

Return to CPB Ruskin House, 23 Coombe Road, Croydon, London CR0 1BD     EU 2016

communist review
theory and discussion journal 
of the Communist Party
Quarterly   36pp 
ISSN 1474-9246
UK £14 for 4 issues
Europe @20 for 4 issues
Overseas £20 for 4 issues 

Latest communist propaganda

3

Dialectical and Historical Materialism
Understanding why change happens

C
om

m
un

is
t P

ar
ty

 C
om

m
un

is
t R

en
ew

al
 s

er
ie

s
£2



42 | China’s new era and what it means

www.manifestopress.org.uk

Books from manifestopress

Proud Journey 

A Spanish Civil War
memoir    
by Bob Cooney  

Bob Cooney (1907-
1984) was a prominent
antifascist and communist
in Aberdeen who joined
the International Brigades
in the Spanish Civil War
of 1936-39. Published for
the first time, Proud
Journey is his memoir of
those turbulent times. 
Published in collaboration
with Marx Memorial
Library & Workers’
School with support
from the International
Brigade Memorial Trust
and Unite the Union. 

£5 (+£2 p&p)
ISBN 978-1-907464-14-0

The Empire and
Ukraine 
the Ukraine crisis 
in its context   
by Andrew Murray  

This book draws the
lessons needed for the
anti-war movement as
great power conflict
returns to Europe and
threatens a new cold war
or worse.
From his decade long
vantage point in the
leadership of the anti-war
movement Andrew
Murray explores the
essential links between
the crises of
contemporary capitalism
and war. No political
question is more
important in
contemporary Britain. 

£11.95 (+£1.50 p&p)
ISBN 978-1907464133

Global education
‘reform’ 
Building resistance 
and solidarity   
Edited by Gawain Little  

Global education ‘reform’
explores the neoliberal
assault on education and
the response of teacher
trade unions. It brings
together contributions by
leading educationalists
from all over the world
at the international
conference organised by
the NUT and the
Teacher Solidarity
Research Collective in
2014. 
Published  with the NUT
with a foreword by NUT
General Secretary
Christine Blower.  

£7.99 (+£2 p&p)
ISBN 978-1-907464-12-6

State Monopoly
Capitalism
by Gretchen Binus, Beate
Landefeld and Andreas
Wehr.  Introduction by
Jonathan White
This monograph by
Gretchen Binus, Beate
Landefeld and Andreas
Wehr, originally published
in German, revisits the
discussions on SMC
theory in Germany,
France, and the Soviet
Union, demonstrating
their contemporary
relevance. An
introduction by Jonathan
White considers how a
better understanding of
state monopoly
capitalism would assist
those seeking the
transformation of Britain
in a socialist direction.

£4.95 (plus £1.50 p&p). 
ISBN 978-1-907464-27-0 



Jeremy Corbyn “The Morning Star is the most precious 
and only voice we have in the daily media”

£1 weekdays, £1.50 at weekends. 
From newsagents or online at www.morningstaronline.co.uk


